
UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 

 
----------------------------------------------------------- 
 
In re:         Bky. Case No. 00-33612 

Chapter 7 
International Beauty Network, Inc., 

 
Debtor. 

 
----------------------------------------------------------- 
 
John A. Hedback, Trustee for the 
Bankruptcy Estate of International Beauty 
Network, Inc., 
 

Plaintiff, 
 
v.         Adv. Pro. No. 02-3204 
 
Daloris Lowenthal, The Richard and Daloris 
Lowenthal Family Trust, Garry N. Lowenthal,  
Equilink LLC, Old Oak Fund, Inc., 
Harbor View Fund, Inc., and HSBC Bank USA, 
f/k/a Republic National Bank of New York, 
 

Defendants. 
________________________________________ 

 
 

APPLICATION FOR DEFAULT JUDGMENT  

To: The above-named Defendants and to their attorneys of record on the attached service list: 
 

1. Plaintiff John A. Hedback, Trustee, by his counsel, respectfully applies for entry 

of default judgment against defendants Daloris Lowenthal, The Richard and Deloris Lowenthal 

Family Trust, and Garry Lowenthal in the above adversary proceeding. 

2. Plaintiff applies for entry of default judgment in favor of Plaintiff for avoidance 

of those certain transfers described in Count I and III of Plaintiff’s Complaint herein, for an order 

preserving these transfers for the benefit of the estate, and for any further relief as the Court 



deems just.  Said application is based upon the accompanying Affidavit of Trustee on the Merits 

Supporting the Application for Default, the Affidavit of Default, the Affidavit of Identification, 

and Proposed Findings of Fact, Conclusions of Law, and Order for Default Judgment, and upon 

applicable Bankruptcy Rules and the files, records, and proceedings herein. 

Dated:August 23, 2004  KALINA, WILLS, GISVOLD & CLARK, P.L.L.P. 
 

       By: __/e/ Gordon B. Conn, Jr. 
 Gordon B. Conn, Jr. (#18375)   

6160 Summit Drive, Suite 560 
      Minneapolis, MN 55430 

Tel. (612) 789-9000 
Fax (763) 503-7070 
Attorneys for Plaintiff  
John A. Hedback, Trustee      
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UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 

 
----------------------------------------------------------- 
 
In re:        Bky. Case No. 00-33612 

Chapter 7 
International Beauty Network, Inc., 

 
Debtor. 

----------------------------------------------------------- 
 
John A. Hedback, Trustee for the 
Bankruptcy Estate of International Beauty 
Network, Inc., 
 

Plaintiff, 
 
v.        Adv. Pro. No. 02-3204 
 
Daloris Lowenthal, The Richard and Daloris 
Lowenthal Family Trust, Garry N. Lowenthal,  
Equilink LLC, Old Oak Fund, Inc., 
Harbor View Fund, Inc., and HSBC Bank USA, 
f/k/a Republic National Bank of New York, 
 

Defendants. 
________________________________________ 
 

AFFIDAVIT OF DEFAULT 
 

 
STATE OF MINNESOTA ) 

 )  ss. 
COUNTY OF HENNEPIN ) 
 

 Gordon B. Conn, Jr., being first duly sworn, deposes and says as follows: 
 
                I am an attorney for the Chapter 7 trustee, Plaintiff in the above-captioned 

adversary proceeding.  I make this affidavit in support of Plaintiff's application for 

default judgment against Defendants Daloris Lowenthal, The Richard and Daloris 

Lowenthal Family Trust, and Garry N. Lowenthal. 











UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 
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In re:         Bky. Case No. 00-33612 

Chapter 7 
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----------------------------------------------------------- 
 
John A. Hedback, Trustee for the 
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f/k/a Republic National Bank of New York, 
 

Defendants. 
________________________________________ 

 
 

AFFIDAVIT OF IDENTIFICATION 
 

 
STATE OF MINNESOTA ) 

 )  ss. 
COUNTY OF HENNEPIN ) 
 

 I, John A. Hedback, being first duly sworn, deposes and says as follows: 
 

1. I am the Chapter 7 trustee in Case No. Bky. 00-33612, and Plaintiff in the above-

captioned adversary proceeding.  I make this affidavit in support of Plaintiff's application for 

default judgment against Defendants Daloris Lowenthal, The Richard and Daloris Lowenthal 

Family Trust, and Garry N. Lowenthal. 
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AFFIDAVIT OF TRUSTEE ON THE MERITS SUPPORTING  
THE APPLICATION FOR DEFAULT JUDGMENT 

 
 
STATE OF MINNESOTA ) 

 )  ss. 
COUNTY OF HENNEPIN ) 
 

I, John A. Hedback, being first duly sworn, depose and say as follows: 
 

1. I am the Trustee for the Bankruptcy Estate of International Beauty Network, Inc., 

and the Plaintiff in the above-captioned adversary proceeding. 

2. I make this affidavit in support of Plaintiff's application for default judgment 

against defendants Daloris Lowenthal, The Richard and Daloris Lowenthal Family Trust, and 

Garry Lowenthal (collectively the “Lowenthal Defendants”). 

3. In my capacity as Trustee, I have come into possession of various business 



records of the Debtor, and based upon my review thereof and my knowledge of the case, I 

believe the documentary materials referred to herein are true and correct and are admissible into 

evidence as business records and otherwise. 

4. The involuntary petition commencing this bankruptcy case was filed August 31, 

2000, and the Order for Relief was entered September 21, 2000.  This case is now pending 

before this Court. 

5. This adversary proceeding was commenced September 20, 2002.  With respect to 

the Lowenthal Defendants, the Complaint (Counts One and Three) seeks to avoid as avoidable 

transfers the granting of security interests to the Lowenthal Defendants and the perfection 

thereof. 

6. At all times material hereto, Defendant Garry N. Lowenthal was President and 

Chief Executive Officer of the Debtor, International Beauty Network, Inc. ("IBN"), and was its 

largest shareholder. 

7. Garry Lowenthal is related to Daloris Lowenthal as he is her son. 

8. The Debtor’s business records indicate that from time to time between August 

1993 and August 1999, IBN received loans from  Defendant Daloris Lowenthal in the aggregate 

principal amount of $155,234.25.  Attached hereto as Exhibit A is a true and correct copy of the 

Debtor’s 1998 audited financial statement, reflecting $122,000 in debt to “related parties,” 

$65,000 in short-term notes and $67,000 in long-term debt.  It appears that the short-term debt 

was owed to Daloris Lowenthal and that $57,000 of the long-term debt was owed to Daloris 

Lowenthal.  See recapitulation from Debtor’s business records, Exhibit B hereto.  In addition to 

the $120,000 in debt reflected in the audited financial statements, it appears that the Debtor 

incurred an additional $33,234.25 indebtedness to Daloris Lowenthal in August 1999; a true and 

correct copy of the August 12, 1999, promissory note to Daloris Lowenthal is attached hereto as 

Exhibit C.  The aggregate principal amount owing by the Debtor to Daloris Lowenthal as of 

August 12, 1999, accordingly was $155, 234.25.  



9. The Debtor’s business records also indicate that from time to time between 1993 

and December 31, 1998, the Debtor had received loans from and issued promissory notes to 

Defendant Garry Lowenthal having a balance as of December 31, 1998, in the aggregate 

principal amount of $502,832; these obligations are reflected in Note 5 to the 1998 audited 

financial statements, Exhibit A hereto.  These obligations accrued interest at 14% per annum.   In 

addition, in 1999, Mr. Lowenthal made additional loans to the Debtor in the amount of 

$13,075.00.  A true and correct copies of the August 2, 1999, promissory note is attached hereto 

as Exhibit D.  As of August 12, 1999, the aggregate amount owing to Mr. Lowenthal on the pre-

1999 loans was approximately $545,490.57; see recapitulation, Exhibit E hereto.  Together with 

the 1999 indebtedness, as of August 12, 1999, the Debtor owed Mr. Lowenthal approximately 

$558,565.  In addition to the promissory notes, Mr. Lowenthal claims additional IBN 

indebtedness to him, as reflected in Exhibit F hereto. 

10. At times material hereto, Garry Lowenthal was president and controlling 

shareholder of IBN, and was thereby an “insider” for purposes of 11 U.S.C. § 101 (31) (B), and 

Minn. Stat. §513.(7) (ii).  Mr. Lowenthal’s mother, Daloris Lowenthal, and the Richard and 

Daloris Lowenthal Family Trust are likewise “insiders” by reason of 11 U.S.C. § 101 (31) (B) 

(vi) and Minn. Stat. §513.(7) (i). 

11. On or about August 12, 1999, to secure the antecedent debt, IBN entered into a 

security agreement with The Richard and Daloris Lowenthal Family Trust and Daloris 

Lowenthal whereby IBN granted to them as secured parties a security interest in substantially all 

of IBN's assets.  A true and correct copy of said security agreement is attached hereto as Exhibit 

G. 

12. The security interest reflected in Exhibit G was perfected by filing a financing 

statement on October 26, 1999; a true and correct copy of said financing statement is attached 

hereto as Exhibit H. 

13. On or about August 12, 1999, IBN entered into a security agreement with  



Garry Lowenthal, whereby IBN granted him as secured party a security interest in substantially  

all of IBN's assets.  A true and correct copy of said security agreement is attached hereto as 

Exhibit I. 

14. The security interest granted to Garry Lowenthal was perfected by filing a 

financing statement on October 26, 1999.  A true and correct copy of said financing statement is 

attached hereto as Exhibit J. 

15. The perfection of the security interests took place within one year prior to the 

bankruptcy filing, was made to or for the benefit of a creditor, on account of antecedent 

indebtedness, while the Debtor was insolvent. 

16. At the time of the above transfers, IBN was insolvent within the meaning of 11 

U.S.C. § 101(32) and Minn. Stat. § 513.42, such that the grant and perfection of security interests 

to secure hitherto unsecured indebtedness would have the effect to enable  Daloris Lowenthal, 

The Richard and Daloris Lowenthal Family Trust, and Garry Lowenthal to obtain more than they 

would receive under Chapter 7, Title 11, United States Code, if the transfers had not been made 

and the defendants received payment of such debt to the extent provided by the Bankruptcy 

Code. 

17. The granting of the security interests in August 1999 were transfers to insider 

creditors on account of antecedent debt without providing reasonably equivalent value to the 

Debtor, such that the transfers are subject to avoidance by a bankruptcy trustee pursuant to 11 

U.S.C. § 544 and Minn. Stat. §§ 513.44 and  513.45. 

18. At all times material hereto, and at the times of the transfers to the Lowenthal 

Defendants, there existed one or more unsecured creditors of IBN who could have avoided the 

transfer under state law; see, e.g., Claim No. 34 of Eide Bailly LLP, Exhibit K hereto. 

19. IBN was insolvent at the time of the transfers; as reflected in the 1998 audited 

financial statements, IBN had a negative net worth,  as was the case at the time of the involuntary 

bankruptcy—see summary of schedules, Exhibit L hereto.  In excess of $3 million in general 
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UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 

 
----------------------------------------------------------- 
 
In re:         Bky. Case No. 00-33612 

Chapter 7 
International Beauty Network, Inc., 

 
Debtor. 

 
----------------------------------------------------------- 
 
John A. Hedback, Trustee for the 
Bankruptcy Estate of International Beauty 
Network, Inc., 
 

Plaintiff, 
 
v.         Adv. Pro. No. 02-3204 
 
Daloris Lowenthal, The Richard and Daloris 
Lowenthal Family Trust, Garry N. Lowenthal,  
Equilink LLC, Old Oak Fund, Inc., 
Harbor View Fund, Inc., and HSBC Bank USA, 
f/k/a Republic National Bank of New York, 
 

Defendants. 
________________________________________ 

 
 

CERTIFICATE OF SERVICE 
 

Gordon B. Conn, Jr., in the State of Minnesota, certifies under penalty of perjury that on 
the  24th day of  August, 2004, he served the APPLICATION FOR DEFAULT JUDGMENT, 
AFFIDAVIT OF DEFAULT, AFFIDAVIT OF IDENTIFICATION, AFFIDAVIT OF 
TRUSTEE ON THE MERITS, AND PROPOSED FINDINGS OF FACT, CONCLUSIONS OF 
LAW, AND ORDER FOR DEFAULT JUDGMENT on the Defendants by placing a copy 
thereof in an envelope and arranging for the deposit of same by United States mail, postage 
prepaid, in the United States mails at Brooklyn Center, Minnesota, addressed to each of the 
persons listed on the attached service list. 

 
 

________/e/ Gordon B. Conn, Jr.________ 
Gordon B. Conn, Jr. 
 



 
SERVICE LIST 

 
 
Matthew R. Burton 
Leonard, O'Brien, Wilford, Spencer & Gale 
100 South Fifth Street 
Suite 1200 
Minneapolis, MN 55402-1216 
 
Todd C. Pearson 
Dorsey & Whitney LLP 
50 South Sixth Street, #1500 
Minneapolis, MN 55402-1498 
 
Daloris Lowenthal 
2717 S. Gregory Drive 
Billings, MT 59102 
 
The Richard and Daloris Lowenthal 
    Family Trust 
2717 S. Gregory Drive 
Billings, MT 59102 
 
Garry N. Lowenthal 
1836 N. Prior Avenue 
St. Paul, MN 55113 
 
 



UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 

 
----------------------------------------------------------- 
 
In re:         Bky. Case No. 00-33612 

Chapter 7 
International Beauty Network, Inc., 

 
Debtor. 

 
----------------------------------------------------------- 
 
John A. Hedback, Trustee for the 
Bankruptcy Estate of International Beauty 
Network, Inc., 
 

Plaintiff, 
 
v.         Adv. Pro. No. 02-3204 
 
Daloris Lowenthal, The Richard and Daloris 
Lowenthal Family Trust, Garry N. Lowenthal,  
Equilink LLC, Old Oak Fund, Inc., 
Harbor View Fund, Inc., and HSBC Bank USA, 
f/k/a Republic National Bank of New York, 
 

Defendants. 
________________________________________ 

 
 

 FINDINGS OF FACT, CONCLUSIONS OF LAW,  
AND ORDER FOR DEFAULT JUDGMENT 

 
 Based upon the records on file, application for default judgment and accompanying 

affidavits, the Court makes the following: 

 
FINDINGS OF FACT 

1. This adversary proceeding was commenced pursuant to Fed. R. Bankr. P. 7001 et 

seq. and 11 U.S.C. §§ 544, 547, and 548.   

2. This Court has jurisdiction over this adversary proceeding pursuant to 28 U.S.C. 

§§ 157 and 1334, and Fed. R. Bankr. P. 7001(1).  This adversary proceeding is a core proceeding 



pursuant to 28 U.S.C. §157(b) (2).  The involuntary petition commencing this case was filed 

August 31, 2000, and the Order for Relief was entered by the Bankruptcy Court September 21, 

2000.  This case is now pending before this Court. 

3. Plaintiff John A. Hedback is the duly appointed Chapter 7 trustee for the 

Bankruptcy Estate of International Beauty Network, Inc. (“IBN” or “Debtor”). 

4. This adversary proceeding was commenced September 20, 2002.  With 

respect to Defendants Daloris Lowenthal, The Richard and Daloris Lowenthal Family Trust, and 

Garry N. Lowenthal, the Complaint (Counts One and Three) seeks to avoid as preferential 

transfers the granting of security interests to the Lowenthal Defendants and the perfection thereof 

5. At all times material hereto, Defendant Garry N. Lowenthal was 

President and Chief Executive Officer of the Debtor, and was its largest shareholder. 

6. Garry Lowenthal is related to Daloris Lowenthal as he is her son. 

7. From time to time between August 1993 and August 1999, IBN received 

loans from  Defendant Daloris Lowenthal in the aggregate principal amount of $155,234.25.  

The aggregate principal amount owing by the Debtor to Daloris Lowenthal as of August 12, 

1999, was $155, 234.25.  

8. From time to time between 1993 and December 31, 1998, the Debtor had 

received loans from and issued promissory notes to Defendant Garry Lowenthal having a 

balance as of December 31, 1998, in the aggregate principal amount of $502,832; these 

obligations accrued interest at 14% per annum.   In addition, in 1999, Mr. Lowenthal made 

additional loans to the Debtor in the amount of $13,075.00.  As of August 12, 1999, the 

aggregate amount owing to Mr. Lowenthal on the pre-1999 loans was approximately 

$545,490.57;  together with the 1999 indebtedness, as of August 12, 1999, the Debtor owed Mr. 

Lowenthal approximately $558,565.   
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9. At times material hereto, Garry Lowenthal was president and controlling 

shareholder of IBN, and was thereby an “insider” for purposes of 11 U.S.C. § 101 (31) (B), and 

Minn. Stat. §513.41 (7) (ii).  Mr. Lowenthal’s mother, Daloris Lowenthal, and the Richard and 

Daloris Lowenthal Family Trust are likewise “insiders” by reason of 11 U.S.C. § 101 (31) (B) 

(vi) and Minn. Stat. §513.41 (7) (i). 

10. On or about August 12, 1999, to secure the antecedent debt, IBN entered 

into a security agreement with Daloris Lowenthal and The Richard and Daloris Lowenthal 

Family Trust and Daloris Lowenthal whereby IBN granted to them as secured parties a security 

interest in substantially all of IBN's assets 

11. The security interest was perfected by filing a financing statement on 

October 26, 1999. 

12. Also on or about August 12, 1999, IBN entered into a security agreement 

with Garry Lowenthal, whereby IBN granted him as secured party a security interest in 

substantially all of IBN's assets.   

13. The security interest granted to Garry Lowenthal was perfected by filing a 

financing statement on October 26, 1999 

14. The perfection of the security interests took place within one year prior to 

the bankruptcy filing, was made to or for the benefit of a creditor, on account of antecedent 

indebtedness, while the Debtor was insolvent. 

15. The granting of the security interests in August 1999 were transfers to 

insider creditors on account of antecedent debt without providing reasonably equivalent value to 

the Debtor. 

16. At the time of the above transfers, IBN was insolvent within the meaning 

of 11 U.S.C. § 101(32) and Minn. Stat. § 513.42, such that the grant and perfection of security 
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interests to secure hitherto unsecured indebtedness would have the effect to enable  Daloris 

Lowenthal, The Richard and Daloris Lowenthal Family Trust, and Garry Lowenthal to obtain 

more than they would receive under Chapter 7, Title 11, United States Code, if the transfers had 

not been made and the defendants received payment of such debt to the extent provided by the 

Bankruptcy Code. 

17. At the times of the transfers to the Lowenthal Defendants, there existed 

one or more unsecured creditors of IBN who could have avoided the transfers under state law.  

18. Plaintiff filed his Complaint in the above-caption adversary proceeding 

on or about September 20, 2002. 

19. The Clerk issued a Summons on September 20, 2002, and the Summons 

and Complaint were served by regular and certified mail on the Lowenthal Defendants on  

September 25, 2002. 

20. More than 30 days have now passed since the date the Summons was 

issued served and the Lowenthal Defendants have not served an Answer nor any other response 

and are, therefore, in default. 

CONCLUSIONS OF LAW 

 Based upon the above Findings of Fact and the records on file, the Court makes the 

following Conclusions of Law: 

1. Defendants Daloris Lowenthal, The Richard and Daloris Lowenthal Family Trust, 

and Garry Lowenthal were insiders of IBN within the meaning of 11 U.S.C. § 101(31) and Minn. 

Stat. § 513.41(7) because Garry Lowenthal was a principal officer of IBN and related to Daloris 

Lowenthal as he is her son. 

2. The grant of the August 12, 1999 Security Interest and October 26, 1999, 

financing statement for its perfection in favor of defendants Daloris Lowenthal and The Richard 
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and Daloris Lowenthal Family Trust constitute transfers avoidable pursuant to 11 U.S.C. §§ 547, 

548(a)(1)(B), 544, and Minn. Stat. § 513.41, et seq.   

3. The grant of the August 12, 1999, Security Interest and October 26, 1999, 

financing statement for its perfection in favor of defendant Garry Lowenthal constitute avoidable 

transfers pursuant to 11 U.S.C. §§ 547, 548(a)(1)(B), 544, and Minn. Stat. § 513.41, et seq. 

4. Plaintiff Trustee is entitled to avoid the above listed transfers; pursuant to 11 

USC. § 551, the avoided transfers are preserved for the benefit of the estate. 

5. Plaintiff is entitled to entry of judgment by default as against defendants Daloris 

Lowenthal and The Richard and Daloris Lowenthal Family Trust and Garry Lowenthal and in 

favor of Plaintiff. 

ORDER FOR JUDGMENT 

Based upon the above Findings of Fact, Conclusions of Law and upon all the documents 

and records on file, and proceedings herein, 

IT IS HEREBY ORDERED:   

 1. Plaintiff's Application for Default Judgment as to Defendants Daloris Lowenthal, 

The Richard and Daloris Lowenthal Family Trust, and Garry Lowenthal is granted.   

 2. The Court adopts the above Findings of Fact and Conclusions of Law and 

incorporates them herein. 

 3. The August 12, 1999, grant of security interest to Daloris Lowenthal and The 

Richard and Daloris Lowenthal Family Trust and the October 26, 1999, perfection thereof are 

void and preserved for the benefit of the bankruptcy estate.  
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 4. The August 12, 1999, grant of security interest to Garry Lowenthal and the 

October 26, 1999, perfection thereof are void and preserved for the benefit of the bankruptcy 

estate. 

FINDING THERE IS NO JUST REASON FOR DELAY IN ENTRY OF DEFAULT 

JUDGMENT, LET JUDGMENT BE ENTERED ACCORDINGLY. 

 

Dated:           , 2004   _________________________________ 
Gregory F. Kishel 
Chief United States Bankruptcy Judge  

       
 
 
 
 




